
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF THE UNION LIQHT, 
HEAT AND POWER COMPANY TO ADJUST GAS ) CASE NO. 92-346 
RATES 

O R D E R  

IT IS ORDERED that The Union Light, Heat and Power Company 

(lTILH&P*l) shall file the original and 15 copies of the following 

information with this Commissionr with a copy to all parties of 

record. Each copy of the data requested should be placed in a 

bound volume with each item tabbed. When a number of sheets are 

required for an item, each sheet should be appropriately indexedr 

for example, Item l(a), Sheet 2 of 6. Include with each response 

the name of the witness who will be responsible for responding to 

questions relating to the information provided. Careful attention 

should be given to copied material to ensure that it is legible. 

Where information requested herein has been provided along with the 

original application, in the format requested herein, reference may 

be made to the specific location of said information in responding 

to this information request. The information requested herein is 

due no later than November 23r 1992. 

1. The response to Item 1 of the October 21, 1992 Order was 

not adequate. As was stated in the October 21, 1992 Order, ULH&P 

had been instructed in its last gas rate case to undertake a 

comprehensive study to determine its optimal propane inventory 

level. This instruction envisioned a special study to be performed 



by ULH&P. 

not been performed. 

ULH&P's raspones to Item 1 impliar that muoh a study has 

a. HaE ULH&P or The Cincinnati Gas and Electric Company 

( u T O & E o o )  undertaken a rpacial atudy to determine ita optimal 

propane inventory level? 

b. If the study ha# been parformed, provide copies of 

the study, as originally requested in Item 1. If the rtudy has not 

been performed, explain in datal1 why ULH&P ha6 not complied with 

the Commiseion'e inetructions. 

2. Concerning the responeo to Item 4 of the October 21, 

1992 Order, provide the following informationi 

e. Identify the account number(6) used by ULH&P to 

record the amortization expense for the gag rate c a m  expenae and 

the gae ehare of the management audit expense during the test year. 

b. Explain why ULH&P d i d  not propose similar rate base 

treatment for its unamortized balance of the gas portion of the 

management audit expanse in its lamt gas rate oase. 

3. Concerning the response to Item 5 of the October 21, 

1992 Order, provide the following informationr 

a. For both the electric and gas operations, Schedule 

C-3.3 from Care No. 90-042' showa the proposed one year 

amortization of total estimated rate case expenaee of $75,000. 

Does not the gas Schedule C-3.3 from Case No. 90-041 show rate case 

I C a m  No. 90-041, An Adjuetment of Cas and Electric Rates of 
The Union Light, Heat and Power Company, Order dated October 
2, 1990. 
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expenoe reprasontlng 33.3 percent of the total ostlmated rate 08.80 

oxpense? 

b. The Ccmmleslon'a doclslon on tho treatment of rate 

care expenoeo wao dlacussed on page 25 of the October 2, 1990 Order 
in Caoe No. 90-041, Io it not correct that the only chsnga the 

Commlroion made to ULHkPla proposed adjuetment was to make the 

amortization pcrlcd 3 years instead of 1 year? 

c. Propare the revlslon of WPB-60 ae wae originally 

requested in Item 5(b) cf the October 21, 1992 Order. 
4. The amortlzatlon cf the rato case expense from C a m  No. 

90-041 And the gao management audit expense will be completed by 

October 1993. Provide a detalled explanation ad to why ULH&P 

rrhould bs allowed the poeslblllty to recover the amortization 

expense beyond October 1993, 8s well as earn a return on the 

unamortizod balanae, which will be fully amortized lri October 1993. 

5. Concernlng the response to Item 7(a) of the October 21, 

1992 Order, lf the prOpOBed adjuetment to depreclatlon expense le 
for book purposes, explain why it 1s not appropriate to reflect a 

ccrresgonding adjustment to book income tax expense. 
6 .  In Care No, 90-1W2 the Commleslon amortlzed downsizing 

 cost^ which reflected an immediate C8eh outlay over 3 yeare, 

amortized qualified retirement plan and post-retirement 

hcEpitAlization coverage costs which reflected accounting accrue16 

2 Case EJo, 90-156, Adjustment of  G~PB and Electric Rates of 
Louisville Gas and Electric Company, Rehearing Order dated 
September 30, 1991. 

-3- 



over 10 yearo, and did not include the unamortiaed balance of the 

downriming oorto in rate base. Provide a detailed explanation of 

why a similar amcrtiaation approach would not be appropriate for 
ULH&P1m costa for the early retirement program and the involuntary 

soparationo. 

?, Concerning the response to Item 11 of the October 21, 

1992 Order, indicate whether Rcott, Madden and Aeeociatee will be 

iosuing any written reports and/or etudy reaulte concerning the 

self-analyoio atudy. If Scott, Madden and Aeeociates do not issue 

a written report or written etudy resulte, prepare a summary of the 

recommandatlono and comment0 offered by these coneultante. 

8. Concerning the rooponee to Item 13 of the October 21, 

1992 Order, explain how the methodology ueed for the propoeod 

adjuatmant to the Saving8 Incentive Plan and the Deferred 

Cornpennation and Investment Plan reflecto test-year changee in the 
number of participating employees and the level of contributione 

made by thooe employees. 

9. Concerning the responee to Item 16 of the October 21, 

1992 Order, provide the following information: 

a. Supply the documentation and calculatione which 

support the amounte ehown on Sheet 1 of 1 for Non-Scheduled houre 

and Compenoated hours. 

b. Explain when and how Non-Scheduled houre are paid by 

ULH&PI conridering these houre are identified ae "hour8 worked - 
unpaid. Io 

-4- 



C .  supply copier of the Calendar Month Qromr Earningo 
printout6 Lor each month of the test year, except Lor May 1992. If 

these printoutr cannot be provided, explain why thia is the case. 

lo. Concerning the reegoneea to Item8 17 and 18 of the 

October 21, 1992 Order8 

a. Provide an axplanation of how tho "Accounts 
Receivable" and 48Accounts Payablett work hourr are identified and/or 

determinsd in the ULH&P/CQ&E payroll EystOm. 

b. Provide an explanation of why the houri billod as 

ulAccounti Receivable" and IIAccounts Payable" are not ansignad at 

tha individual labor group level. 

11. In the response to Item 2O(c) of the Octobor 21, 1992 

Order, ULH&P has stated that the month of May labor diitributionm 

havo been used to allocate wage normalizations in rate caoem before 

this Commirsion, am well as the Ohio and Indiana commismiono. For 

the two previoue gam rate cane8 rrubmitted in Ohio and Indiana, 

provide copiem of any commission stars reportm/evaluationo or 

oommieeion order0 discussing the rOaEOnablenItE0 of labor 

dietributions ueed for wage normalizations. 

12. ULH&P hae indicated that it can determine for a taut 

year the actual hours worked by ULH&P pereonnel for ULH&P 

activitiee and houri worked by ULH&P personnel for CGCE or CQ&E 

affiliate activitiemr the actual hours billed by ULH&P am "Accounto 

Receivsb1e"r and the actual hours billed to ULH&P as "Account6 

Payable." Provide an explanation of why the labor dimtribution 

used for wage normalization purpose. is not baaed on t h e m  actual 
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hours, rather than allocating the total hours based on a neutral 

month. 

13. Concerning the response to Item 22 of the October 21, 

1992 Orderr 

a. Regarding Item 22(a), provide an explanation as to 

what comparative analytical value statistics such as the "Ratio of 

0 & M Dollars to Total Labor Dollars" have when the basis of the 

amounts used in the calculation of the ratio are not the same. 

b. Regarding Item 22(b), provide a breakdown for each 

period shown of the total company wages net of billings to and from 

CO&E and COPE affiliates between electric and gas operations. If 

such a breakdown is not possible, explain why this is the case. 

14. For both the Employee Benefits and Payroll Taxes, 

provide the total company costs for the test-year net of the 

effects of billings to and from CG&E and CG&E affiliates. Also, 

breakdown the total company costs between electric and gas 

operations. 

15. Concerning the response to Item 24(c) of the October 21, 

1992 Order, provide the following information: 

a. Explain how the early retirement program would not 

affect the time study prepared in October 1992, given the fact that 

the "window" for the program was open for the months of September 

and October of 1992. 

b. Indicate the total number of employees who responded 

in the 1992 Administrative and General employee time study. Of 
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this total, indicato the number of erngloyeee who have elecrted te 

take the early retirement offer. 

16. The responee to Item 26 of the Oatober 21, 1992 6):der 

d i d  not fully answer the pueetlon. Uiven aertein nssumptiensr and 

an example from Mr. 8teffen'a taetimony, ULZMP asked k6) p:Ovld@ 

a step-by-step calculation of the average hourly wage :ate mi3 ths 
amounts charged to ULH&P capital and expenee grcrjeUtt3, While thg 

aeeumptiona included certain wage rateaf the questlen wns bnsled on 
the assumption that the atated wage ratea were the aotunl hourly 
wage rates for the three employeea. ULHLP'B te@psnso ~ 8 s n k ~ f ~ s S  
these wage rates as "Average Hourly Wage," The, orlglnrl requsslt 

assumed that the actual hourly wage rate wae net the snm.9 8s tho 

average hourly wage rate. Provide the originelty requests8 

calculation of the average hourly wege rate. 
17. Concerning the reeponsre to Item 29 of the Q u t o b r  21, 

1992 Order, for each month of the teat year provide the a m u n t  et  

FICA and Medicare payroll expenae, In additionr exglrin hew blL,H&B 

determined that an adjuatment to FICA expense wmld be minimnl, 

given that the proposed wage and aalaty expense adjustment tetslsr 
$250f345. 

18. Concerning the response to Item 3O(e) 0% the Ocrtober 21, 

1992 Order, provide a detailed explanation of how the ~35sretm4?n& 

for the early retirement program and the involuntary s@pa:ntiene, 

which are occurring in the laat quarter st  1992, i f l ~ l u d e s  the 

impact of the meter reading workforae teduatlen which beeem 
effective October 1, 1991, 
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19. Concerning the response to Item 33(a), Sheet 6 of 6, of 

the October 21, 1992 Order, provide an explanation of why it is 

appropriate to use the annual avorage Consumer Price Index - Urban 
( l l ~ ~ ~ - ~ ' t )  values for calendar years 1982 through 1991 instead of 

the CPI-U values for December of those calendar yeare. 

20. Concerning the response to Item 36 of the October 21, 

1992 Order, explain whether any of the expenses related to 

marketing which ULH&P proposed to remove from Account No. 4912 were 

related to an allocation of costs to both Account NO. 4912 and 

Account No. 4908. For any marketing activity cost exceeding $1,000 

which was allocated between Account Nos. 4908 and 4912, prepare a 

schedule showing the vendor, document reference, total cost, and 

the amounts allocated to Account Nos. 4908 and 4912. 

21. Concerning the response to Item 38 of the October 21, 

1992 Order, ULH&P was requested to prepare a schedule for the 13 

month period, in gallons, showing the beginning monthly balance of 

enricher liquid inventory, gallons added or withdrawn during the 

month, and the ending monthly balance of enricher liquid inventory. 

ULH&P's response did not provide the gallons added or withdrawn 

monthly during the 13 month period. Provide the originally 

requested information. 

22. The response to Item 44(a) of the October 21, 1992 Order 

was not adequate. ULH&P was requested to provide a schedule of the 

various demand side management ("DSM") programs reflected in the 

test year expenses. This request envisioned a schedule of the test 

year transactions which listed the vendor/eupplier, the document 

-8- 



reference, the amount of the transaction, and a description of the 

transaction. Given this clarification, provide a schedule of the 

DSM transactions recorded in Account No. 4908-54, with the level of 

detail identified above. 

23. Concerning the response to Item 48 of the October 21, 

1992 Order, provide the workpapers and documentation which support 

the approximate annual cost of pipeline demand cost of $12,137,370 

8nd the dekatherms of peak day capacity of 117,000 Dth. 

24. Concerning the response to Item 51 of the October 21, 

1992 Order: 

a. Is it not correct that the Commission has in prior 

Orders allocated capitalization based on the ratio of 

jurisdictional rate hase to total rate base, rather than on plant? 

If ULH&P's capitalization includes the capital which 

supports the investment in facilities devoted to other than 

Kentucky customers, provide a detailed explanation of how the 

Commission's previous practice of capitalization allocation 

properly adjusts the capitalization for the removal from rate base 

of facilities devoted to other than Kentucky customers. 

b. 

25. Concerning the response to Item 52 of the October 21, 

1992 Order, on page 6, line 22, of Mr. Marshall's testimony he 

states, "In May 1992, the Company stopped all overtime work, except 

for emergencies, most travel wa5 canceled and a new hiring freeze 

was adopted. These actions currently continue." 

a. Schedule C-11.1 shows test year overtime labor 

dollars (line 13) to be $1,398,872. WPC-3.2a shows a proposed 
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reduction in overtime of $90,000. Given Mr. Marshall's statement 

on page 6 of his testimony, provide an explanation of why the 

proposed overtime reduction of $90,000 is believed to adequately 

estimate the impact of lower levels of overtime work. 

b. Provide the test-year total gas expense for employee 

travel. 

c. Given that ULH&P's proposed adjustment on WPC-3.2a 

for travel is a reduction of $8,000, provide an explanation of why 

the proposed travel reduction i o  believed to adequately estimate 

the impact of amaller levels of travel expense. 

26. Concerning Construction Work In Progress ("CWIP"), in 

previous ULH&P rate case Orders, the Commission has included the 

total CWIP balance as of test-year end in ULH&P's rate base. In 

this rate c a m r  ULH&P has included its test-year end balance of 

CWIP in its proposed rate base. According to information on 

Bchedule 0-4r  approximately 87 percent of the test-year end CWIP is 

subject to Allowance for Funds Used During Construction ("AFUDC~') 

treatment. Given this information: 

a. Provide a detailed explanation of why ULH&P should 

be allowed to earn a return on the CWIP included in rate base 

a 

S 

without recognizing some offset for AFUDC, even though 

aignificant portion of the CWIP earning a return in rate base 

subject to AFUDC. 

b. Provide a detailed explanation of how Mr. Lonneman s 

suggestion to include in rate base that amount of CWIP completed 

prior to the hearing eliminates the need for an AFUDC offset, since 
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a significant portion of that completed CWIP would have been 

subject to AFUDC treatment. 

27. The response to Item 58(a) of the October 21, 1992 Order 

was not adequate. ULHLP was requested to provide copies of 

authoritative writings and/or decisions by other regulatory bodies 

which support Mr. Lonneman's recommendation on page 20 of his 

testimony. In the response, ULEILP made reference to an Indiana 
commission ruling, but did not provide copies of the ruling or 

copies of any authoritative writings which support Hr. Lonneman's 

recommendation. Provide the originally requested information. 

28. Concerning the response to Item 59 of the October 21, 

1992 Order, provide a detailed explanation of why it is 

inappropriate to reflect the adjustment to depreciation expense in 

the balance of accumulated depreciation included in rate base when, 

in computing the cash working capital allowance, 1/8th of the 

adjusted operating and maintenance expenses less gas expenses are 

used. 

29. Concerning the response to Item 60 of the October 21, 

1992 Order: 

a. Explain whether ULHLP'S charges to Account No. 4926- 

160 during the test year are based on a pay-as-you-go approach, the 

requirements of Financial Accounting Standards Board ( "FASB") 

Opinion No. 106, or some other methodology. 

b. Provide a detailed explanationof why ULE&P believes 

there needs to be a rate base reduction related to the amounts 
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accumulated in Account No, 4926-160 since ULH&P’s last gas rate 
caee. 

o. Identity the correeponding liability account used to 

record the amounto included in Account NO. 4926-160. 

6. Provide the accounting entries currently prepared by 

ULH&P to record the expenditures charged to Account NO. 4926-160, 

as well a6 any other related accounting entries prepared during the 

teet year. 

30. Included on Schedule 8-6 is $291,760 identified as 

Account No. 190 - Deferred Income Taxes, Post Retirement Benefits. 
Provide all workpapere, calculations, assumptions, and other 

documentation which show how this deferred income tax amount was 

determined. Provide the 0ame information for the determination of 

this deferred income tax for calendar years 1990 and 1991. 

31. Baeed on the employment levels and the post retirement 
benefits offered a6 of test-year end, provide the following 

information related to the implementation of FASE Opinion No. 106: 

The traneltion Obligation of ULH&P in total and for a. 

its gas operations. 

b. 

for its ga5 operation.. 

The annual on-going obligation of ULHcP in total and 

c. Any other amounts relate4 to the implementation of 

FASB Opinion No. 106. 

In addition, provide all workpapere, calculations, assumptions, and 

other documentation which support the responses to parts (a) 

through IC). Include the accounting entries ULH&P would make to 
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record these transactlone. Aleo provide this same information, as 

eoon as it le known but no later than January 19, 1993, based on 

the employment levels and the poet retirement benefits offered by 

ULH&P as of January 1, 1993. 
32. Concerning the rosponse to Item 63 of the October 21, 

1992 Order, the reason given for the inclusion of these 

transactions for rate-making purposes is not adequate. For each of 

the listed transactions, provide specific reasons related to each 

transaction explaining why the transaction should be included for 

rate-making purposee. 

33. Concerning the response to Item 64 of the October 21, 

1992 Order, the description of the service(s) provided in the test 

year and the reason given for the inclusion of these expenses for 

rate-making purposes are not adequate. For each of the listed 

organizations, provide a specific description of the service(s) 

provided during the test year and provide specific reasons related 

to each organization explaining why the transaction should be 

included for rate-making purposes. 

34. Provide the following information for each employee 

benefit dentifled in Items 44(a) through 44(s) of the September 

16,  1992 Orderr 

a. The total number of UL€i&P employees eligible for the 

benefit as of test-year end. 

b. The total number of ULH&P employees who were 

actually participating in or receiving the benefit as of test-year 
end. 
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c. The total expense of the benefit incurred or 

allocated to ULH&P during the test year. 

d. A description of the allocation method(s) used in 

assigning expenses to ULH&P. 

e. The total expense of the benefit allocated between 

ULH&P's gas and electric operations during the test year. 

The information requested above should be provided in a format 

similar to that used by ULH&P in its response to Item 58(a) through 

58jf) of the December 17, 1991 Order in Case NO. 91-370.' 

35. Concerning the response to Item 68 of the October 21, 

1992 Order: 

a. Provide the return on equity goals for fiscal year 

1992 which were not included in the response to Item 68(a)(2), 

Sheets 16 through 18 of 24. 

b. Provide the customer acceptance rating goals for 

fiscal year 1992 which were not included in the response to Item 

68(a)(2), Sheet 18 of 24. 

c. Provide an explanation of why a company-wide goal 

relating to employee morale was removed from the fiscal year 1992 

goals. 

d. Provide an explanation of why a company-wide goal 

relating to shareholder value was added to the fiscal year 1992 

goals. 

3 Case No. 91-370, Application of The Union Light, Heat and 
Power Company to Adjust Electric Rates, Order dated December 
17, 1991, Item 58. 
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e. Provide an explanation of why the evaluated time 

period for the relative electric and gas rate modifiers were 

changed for fiscal year 1992. 

36. Provide the test year ULH&P gas operation's oxpense for  

the Key Employee Annual Incentive Plan. 

37. Concerning the responoe to Item 69 of the October 21, 

1992 Order, provide the supporting documentation for the rate case 

expenses relating to cash voucher numbers 9-184-1, Bales Tax, and 

9-440-1, Company Vehicle. 

38. Concerning the response to Item 70 of the October 21, 

1992 Order, the Commission will expect ULH&P to provide the rate 

case information it has available on the three due datee of 

November 30, 1992, January 19, 1993, and 20 calendar days after the 

end of the public hearing. Provide ULH&P's best estimate of when 

it would expect to know the total costs incurred for this rate case 

through the end of the public hearing, assuming the public hearing 

concluded on January 29, 1993. 

39. On page 76 of the May 5, 1992 Order in Came No. 91-370, 

the Commission stated, "TO ensure that customers, as well as 

owners, receive the benefits of implemented recommendations, the 

Commission, in future rate proceedings, will require ULH&P to 

provide appropriate detailed information of costs, benefits, and or 

costs avoided as a result of its related efforts regardless of the 

accounting or reporting mechanisms now in place." ULH&P was 

requested in Items 71(b) and ( d )  of  the October 21, 1992 Order to 

identify the total recommendation cost or savings which was or 
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should be allocated to ULH&P gas operations. In its responses, 

ULH&P stated that it had not attempted to quantify the cost or 

savings of the various programs to ULH&P gas operntions. 

a. Given the Commission's statement in Case No. 91-370 

and the response to Item 71, provide a detailed explanation as to 

why ULH&P cannot quantify the impact of implemented management 

audit recommendations on its gas operations. 

b. Prepare a schedule based on ULH&P's September I, 

1992 Status Report showing identified costs, savings, or costs 

avoided. Include a breakdown of these items between CG&E and ULH&P 

and an allocation of the ULH&P amounts between electric and gas 

operatione. 

40. Concerning the response to Item 35 of the Attorney 

General's October 21, 1992 Request for Information, provide 81 

detailee explanation as to why ULH&P or CG&E did not perform a 

cost/benefit analysis related to the early retirement program. If 

such an analysis does exist, provide copies of the analysis. 
41. In Case No, 91-460,' the Commission indicated it would 

review ULH&P's policies pertaining to contributions in aid of 

construction and the impact on ratepayers in this proceeding. 

4 Case No. 91-460, The Application of The Union Light, Heat and 
Power Company for Authorization to Amend Gas Main Extension 
Policy, Order dated October 29, 1992. 
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a, Provide copies of ULH&P1e polloies conaorning 

contributions in aid of construction relating to 940 main 
extensions. 

b. For the teat year, provide the total number of gao 
main extensions made by ULH&PI the total footage for oaoh 

extension, the total cost of each exteneion, the number of 

customers affected by the extenelon, and the total aontrlbutiono in 

aid of construction received for each exteneion. 

C. Far the test year, provide the per foot amount 

collected by ULH&P for each extension, as required by ito ourront 

policy in effect during the test year. 

d. For the test year, provide a oaloulation of the 

actual average cost per foot for each extenelon. Include all 

workpapers, calculations, assumptions, and other documentation 
which aupport each actual average cost per foot. 

42.  Provide a thorough diecueelon of the impact FAOB Opinlon 
No. 109 will have on ULH&P, in total and for gao operationo. 

Include with this diecueelon the expected dollar impect on tho 

balance sheet and income statement. Indicate when VLH&P began 

following FASB Opinion No. 109. 

43. The response to Item 73 of the October 21, 1992 Ordor 

indicates there was a misunderstanding between ULH&P witnoeaeo 

concerning whether a year-end customer adjuatment wao included in 
the normalization of revenues. 

a. Was a year-end cuatomer adjustment inaluded in the 
adjustment8 in VLH&P's most recent rate case, Case No. 91-3707 
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b. Why were revenueo in this case calculated based on 

average customera rather than on year-end customers? 

4 4 .  The response to Item 75 of the October 21, 1992 Order 

diECU8fieE the proposed competitive flexibility provision for Rate 
IT 

a. Part (a) of tho reeponse refere to the proposed 

minimum rate of $ 0 . 3 0  and indicates tho minimum rate was increased 

in line with the overall requestod increase. What is the current 

minimum rate and where is it shown in the current tariff? 

b. Part (d) of the response indicates that it la CG&E 

customera, not ULH&P customere, that have switched from gas rather 

than subject th€imEelVeE to market-baaed rates for an extended 
period of time. Explain whether ULH&P is advocating that thia 

Commission approve changes in ULH&P16 tariff based on the 

experience of CG&E under a tariff neither reviewed nor approved by 

this Commission. 

c .  Part ( e )  of the response indicates that ULH&P16 

customers want market-based, flexible rates only when such rates 

are below the fixed tariff rates. This approach would insulate 

cuetomere from the full impact of changes In the market. Explain 

why ULH&P is proposing to accommodate ita customers in thia manner. 
45.  The reeponse to Item 76 of the October 21, 1992 Order 

diacusaes the prCpOEed tariff for Rate ICT. 

a. Part ( a )  of the response explains the two-third6 and 

one-third split for deriving the commodity charge and system 

utilization (“fixed1’) charge and indicates the intent was to not 
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make the fixed charge eo high that cuetomer8 are diecouraged from 

accepting the tariff. Isn't the attractiveness of the tariff, at 

any rate, dependent on the cuetomer'e proepecte for growth? 

Explain. 

b. What reaaons might a customer facing no growth or 

negative growth have for switching to Rate ICT? Explain in detail. 

Would a cuetomer with proepecte for positive growth 

be more attracted to a tariff with a lower commodity charge for now 

or increased loads? Explain in detail. 

E. 

d. Part (e) of the response addreeses the difference 

between the 1.5 percent late payment charge propoeed for Rate ICT 

and the existing 5 percent late payment charge on ULH&P'e other 

rate schedules, including Rate fT. The responee eaye the charge 

was inadvertently changed to 5 percent and the 1.5 percent rate 

should remain intact. Clarify this response by specifying which 

charge was changed to 5 percent and explaining why Rate ZCT and ito 

alternative, Rate IT, should have different late payment chargee. 

46. The response to Item I1 of the October 21, 1992 Order 

discusses the proposed Rider WNA. 

a. Parts (a) and (b) of the reeponse diecuse the 

reasona for using the period from November through May for 

determining and applying the proposed WNA. Was this approach 

developed in-house by ULH&P or wae it patterned after another 

utility's tariff (if applicable, name the utility and the 

jurisdiction in which is operates)? 
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b. Part ( a )  of tho rerponoe provides eample WNA 

caloulatlons for the paat 5 heating mearonr which show aatual 

metared ealee wore loae than woathor normaliaad aalee in aach 

heating oeason. For onoh eeaaon'm WNA, provide a calculation of 

the related impact on revenue8 and net operating incomo. 
a .  For each of the paot 9 heating reasons, actual sales 

have been lonr than weather normaliacd 0410S. If available, 

provide actual and weather normaliaod ealer for eaah of the 

pravioue 15 heating eoasono, boginning with the November 1972 

through May 1973 searon. 
47. The rerponoo to Itom 70 of tho Octobar Ill 1992 Order 

&!how6 the derivation of the oort incurred by U L H O  for proceseing 

bad checko. 

a .  Part ( a )  of the rorponoe mhows thn proceesing Pees 

charged by two hanku for tho firrt pars and the second paee. 

Explain the terme firet pass and second pars and describe the 

sequence of avents involving ULHlP, the cuotomer, and the bank when 

a customer issues a bad check. 

b. Part (b) of tho reapones indicates that 73 percent 

of the returned checke for the 6 month4 ended June 30, 1992 were 

from Fi€th-Third Bank. For tho entire tent yearr providei (1) the 

number of checke returned from Fifth-Third Bankr (2) the number of 

checks raturned from Star Bankr (3) for each bank the number of 

checks that want through the firrt paor only1 and (4) indicate a t  

what point in the prooeas ULHCP expend. the 15 minutes for internal 

handling. 
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48. The response to Item 79 of the October 21, 1992 Order 

discusses measures ULH&P is taking, or considering, to reduce its 

design day demand, Part (a) references Item 48 of the response 

which indicates, based on ULH&P's current GCA, the annual cost to 

meet design day, or peak day, demand is $103/Dth. 

a. Elr. Ginn's testimony, at page 18, indicates that 

ULH&P's design day plan provides for meeting customers' firm 

requirements at temperatures down to minus 45 degrees wind chill 

factor. Going back as many years as ULH&P has record of, how many 

times has ULH&P actually reached its design day demand? 

b. Part (c) of the response indicates that ULH&P haa 

considered using its rate design as a means cf encouraging 

conservation that could reduce design day demand. Describe in 

detail the rate design measures that ULH&P has considered. 

c. Describe any analysis ULHhP has done on the 

potential implementation and impacts of inclining block rates or 

seasonal rates for firm requirements customers. 

49. Referring to Item 90 of ULH&P's responae to the October 

21, 1992 Order, the weighting factor for K403 is obtained by 

dividing each average category by $413.61. The weighting factor 

for K405 is obtained by taking the average dollar per account for 

each consumer class as a percentage of the sum total of the average 

dollar per account of all consumer classes. 

a. 

b. Why have the weights been rounded? 

Why is there a difference in methodology? 
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a. For K405, explain the rationale for rounding the 

waighting faotor for the industrial category from 2.3 to 4.0. 

d. For K405, is the I1othert1 oategory included in the 

~~commarcia1~~ oetegory and the lltransportation" category with the 

llinduotrial" oatagory? 

SO. The remponso to Item 90(b) of the Ootober 21, 1992 Order 
mtatem, "The cuntomer oomgonant pmraentage equals the oustomer 

aomponent dollarm of $7,112,649 divided by the tot41 dollar6 of 

843,617,883 or 16 parcent. The Company baaed on judgement and 

experience from prior OAB~I I  rounded the ouetomer component UQ to 20 

parcent.Il If ULHCP was going to une past experience ae ite guide, 
then why d i d  you go to the time, effort, and exgenee of conducting 
4 etudy only to ignore the results? 

51.  Referring to Item 91 of ULHLP'E reegonee to the October 

21, 1992 Order1 

4. Doen COLE uee thie 6ame methodology (regreeeion 

vermum metered load remearoh data) in any other of it6 affiliated 

eervioe arean? 

b. If metered data doen exi6t from COLE or any of its 

affiliate nervioe aream, provide 4 side-by-eide comparison of the 

two methodologies. 

92. 

21, 1992 Orders 

Referring to Item 92 of  ULH(rP'6 reeponee to the October 
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a. Why is ULH&P not using the most current edition of 

Gas Rate Fundamentals? 

b. In the third edition of this same book on page 162, 

section (c) . the section title reads "Average and Excess Demand 
(sometimes called the Used and Unused Capacity) Method" and not 

"Peak and Average Demand (sometimes called Used and Unused) 

Method". In the footnote at the bottom of page 162, unused 

capacity is defined as the difference between average (used) 

capacity and peak capacity. Also. at the top of page 163 in 

footnote a to the table, unused capacity is obtained by subtracting 

used (average) capacity from maximum capacity. Maximum capacity is 

defined as the total of the noncoincident demands for each consumoe 

class. Finally, referring to the sentence beginning at the bottom 

of page 163, "[Tlotal excess demand is the difference between 

system coincident maximum daily demand and average demand. Excess 

demand for each class is determined by apportioning the total 

excess demand on the unused capacity." From schedule 14 page 5 of 

11. it appears that the excess column is what the explanation 

refers to as tounused8t capacity, since it is the difference between 

peak day and average (used) capacity. 

(1) Explain the apparent discrepancies betwean your 

methodology and the methodology, which is summarized above from the 

3rd. edition of Gas Rate Fundamentals. 

(2) Provide an answer for the original questions as 

asked in Item 92 of the October 21, 1992 Order. 
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53. 

21, 1992 Order: 

Referring to Item 93 of ULH&P'e responso to the October 

a,  Why has the data not been adjusted to conform to the 

test year period, since that is the purpose of having a test-year 

period? 

b. If the data ie not on the same basis as the test 

year and does not reflect test-year experience, why ie it 

appropriate to use it in this cost-of-service study? Explain. 

Done at Frankfort, Kentucky, this 13th day of November, 1992. 

PUBLIC SERVICE COMMIBSION 

ATTEST c 
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